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KEY ECONOMIC INDICATORS 
(in millions of Swiss Francs unless noted) 


1986 
Domestic Economy 
Population (millions) 6.50 


Population growth (%) 0.3 


GDP at current prices 243,350.0 
Per Capita GDP 

(SF current prices) 37,438.0 
Real GDP % change 2.8 
Consumer price index 

% change 0.8 
Production and Employment 
Industrial production % change 4.0 
Industry and services labor 

force (1,000) 3,010.0 
-- Of which foreign 744.0 
Unemployment 
(average %* for year) 0.8 


Balance of Payments and Foreign Exchange 


(Payments basis) 


Exports of goods (fob) 69,184.0 
Imports of goods (cif) 76,585.0 
Trade Balance -7,401.0 
Current Account Balance 12,349.0 
Foreign Exchange Reserves 

(yr end) 36,262.0 
Average Exchange Rate 

(SF/Dollar) 1.80 


Foreign Investment in Switzerland 


U.S. (cumulative in millions) 17,000.0 


(Continued on page 4) 


SWITZERLAND 


1987 


6.57 
0.7 
255,130.0 


38,833.0 
2.3 


1.4 


3,200.0 
779.0 


69,511.0 
78,051.0 
-8,540.0 
10,807.0 
37,440.0 


1.49 


17,500.0 


Projected 


1988 


6.60 
0.5 


269,000.0 


40,758.0 
2.6 


1.9 


3,300.0 
831.0 


74,250.0 
84,250.0 
-10,000.0 
8,300.0 


17,510.0 








Monetary and Fiscal 


Preliminary 

1986 1987 1988 

Central bank money* 1.8 3.5 -5.8 
(percent change) 

Federal Budget (SF billions) 
Expenditures 25.1 24.9 26.6 
Receipts 23. 223.8 27.8 
Surplus 1.9 1.1 1.2 


*Currency in circulation plus banks’ sight deposits with the central bank 


Projected 
1986 1987 1988 
U.S. Swiss Trade 
(customs basis) 
Swiss Imports from U.S. 3,970.0 3,994.0 4,561.0 
Swiss Exports to U.S. 6,343.0 5,918.0 6,294.0 
U.S. % of Total Swiss Imports 5.3 5.3 $35 
U.S. % of Total Swiss Exports 9.5 8.8 8.5 


Main Industrial Imports from the U.S. in 1987 (SF Million) 


Industrial machinery (487), aircraft and aircraft parts (445), 
EDP equipment (412), precious stones and jewelry (486), 
electrotechnical machinery (296), optical and medical apparatus 
and instruments (287), organic chemicals (195), motor vehicles 
(139), plastic materials (102). 


Principal Swiss Exports to the U.S. in 1987 (SF Million) 


Industrial machinery, including machine tools and textile 
machinery (1,488); organic chemicals, pharmaceuticals, 
dyestuffs (876); watches (789); industrial process equipment, 
medical and optical instruments (425); power equipment and 
electrotechnical machinery (386); jewelry (338); hand tools 
(133). 


Sources: Die Volkswirtschaft; Wirtschaftsspiegel, 
Monatsbericht Schweizerische Nationalbank (current account 
balance), Jahresstatistik Aussenhandel der Schweiz, Survey of 
Current Business. 





SUMMMARY 


The economy of Switzerland performed strongly in 1988, despite 
earlier predictions of a slowdown. Exports and investment in 
construction and equipment were the lead growth sectors. The 
Consumer Price Index continued to rise, from 1.4 percent in 
1987 to 1.9 percent in 1988. The Swiss Franc (SF), whose 
relationship vis-a-vis the German Mark is of a major 
importance, recorded a small depreciation against that 
currency. Household consumer demand also remained strong. 
Swiss tourism overseas exhibited strong growth. Swiss 
agriculture faced challenges to its long-established position 
of privilege; indeed, the Uruguay Round focused attention on 
the high degree of Swiss agricultural protectionism. As a 
non-European Community (EC) member country, Switzerland has had 
to focus increasing attention on the implications for its 
economy of a truly integrated EC in 1992. Although policy 
officials profess little concern with that development, the 
business, banking, agriculture, and transportation sectors have 
had to begin a process of thinking how to deal with it. For 
the time being, however, Switzerland has decided, as a matter 
of national policy, not to seek membership in the EC but 


instead, to follow a policy of "external adaptation" to EC 
developments. 


The surprising growth and strength of the Swiss economy in 1988 
spurred Swiss imports from the United States. U.S. exports in 
1988 rose 14.2 percent over 1987. A weaker dollar contributed 
to that development but so did strong Swiss consumer demand. 
Swiss direct investment in the United States ranks fifth and 
Swiss tourism to the Unuted States continually increases, 
rising to 300,000 in 1988 (an increase of 25 percent over 
1987). In 1988 the Swiss economy continued to experience a 
squeeze on its skilled labor force. By midyear 1988, 


unemployment was only 0.7 percent while job vacancies increased 
10 percent. 


In sum, the Swiss economy had a good year in 1988, and it 
continues to be an excellent market for U.S. exporters. 


ECONOMIC PERFORMANCE AND OUTLOOK 


Economic growth continued strong in 1988, and it is estimated 
that real GDP grew by more than 2.5 percent. After 2 years of 
stagnation, exports recovered and were one of the lead growth 
sectors. Fixed investment outlays continued to show strength 
in both their equipment and construction components. These 
high levels of investment expenditure have been underway for 
the past several years and reflect industrial restructuring and 











modernization. A spur to investment in equipment has been 
provided by the need to introduce laborsaving technology in 
chronically labor short Switzerland. This year’s boom in 
construction has been encouraged by high rates of capacity 
utilization, low interest rates early in the year, and a tight 
housing market in some regions. Household consumption, while 
not growing as strongly as exports and investment, is up from 
1987. A high level of consumer confidence has been induced by 
the overall strengh of the economy. It is estimated that 
public consumption (a relatively small component of GDP) will 
slightly exceed overall GDP growth. 


Industrial production grew by just 1 percent in 1987; however, 
it recorded a 6 percent increase in the fourth quarter (from a 
year earlier) and should record a close to 3 percent average 
increase in 1988. The unemployment rate averaged 0.8 percent 
in 1987 and is expected to average a 0.7 percent rate in 1988. 
The number of foreign workers in the labor force has shown a 
sizeable increase during the past few years. In 1988, the rise 
in the Consumer Price Index was 1.9 percent, up from just 1.4 
percent in 1987. 


MONETARY AND FISCAL POLICIES 


The Swiss National Bank (SNB) targets the monetary base 
(currency plus banks’ sight deposits with the central bank). 
This aggregate experienced a contraction in 1988 resulting from 
a change in bank liquidity requirements and the introduction of 
a new interbank clearing system, which have combined to greatly 
reduce banks’ liquidity demand. Indeed, as a result of these 
technical factors, the SNB says that its monetary stance wound 
up being one of more ease in early 1988 than had been 

intended. In public statements, the SNB makes clear that its 
number one priority remains the control of inflation over the 
mediumterm. A second objective is to prevent an 
over-appreciation of the Swiss Franc vis-a-vis the German 

Mark. However, in 1988 the SF in fact recorded a small 
depreciation against the Mark. 


The government aims at conducting fiscal policy in a manner 
which has a neutral impact on the macro-economy. Currently, 
federal expenditures are just under the government’s 
medium-term objective of 10 percent of GDP. Recent estimates 
indicate that the federal government budget will record a 
surplus of about SF 500 million for 1988, marking the third 
consecutive year in which a surplus has been recorded. A small 
surplus is also projected for 1989. In both 1986 and 1987, the 
cantons also recorded fiscal surpluses, though deficits had 
been projected for both years. At the end of 1986, the total 
of federal, cantonal and community debt amounted to under 35 
percent of GDP (about equally divided between the three). The 
government estimates that in 1989, gross interest payments on 
the federal debt will amount to only 3.2 percent of total 
budget outlays. 








BALANCE OF PAYMENTS 


Switzerland is a highly open economy as indicated by the fact 
that in 1987 exports and imports of goods and services each 
amounted to about 35 percent of GDP (in current Swiss Francs). 
Heavily dependent upon raw material and other imports, 
Switzerland traditionally runs a balance-of-trade deficit, 
which is more than "paid for" by a sizeable surplus in 
invisibles earnings. 


On a balance-of-payments basis, in 1988 the merchandise trade 
probably recorded a deficit of about SF 10 billion up from SF 
8.5 billion in 1987. In percentage terms, both imports and 
exports have increased by about the same amount, but. with the 
former upon a larger base. The strength of both domestic 
investment and consumer demand has led to growth in imports of 
capital goods and consumer durables. Exports of the 
metallurgical industry have been strong in 1988, but in 
percentage terms highest growth has been recorded by jewelry 
and precious stones. By geographic breakdown, the countries of 
the European Community take over half of Swiss exports and 
provide over 70 percent of imports. The Federal Republic of 
Germany is the largest bilateral trade partner and one with 
which the Swiss run a substantial deficit. 


The overall current account will probably record a surplus of 
over SF 8 billion, which is down from the nearly SF 11 billion 
recorded in 1987. The increased trade deficit is the most 
important contributant to this decline, but the services 
surplus is also down. A factor in the latter has been strong 
growth in Swiss overseas tourism expenditures. In addition, 
outflows of labor income have increased. As usual, earnings on 
capital will more than offset these outflows and yield 
asizeable current account surplus. Each annual current account 
surplus in turn increases Switzerland’s net international 
creditor position, virtually ensuring still higher capital 
earnings in future years. 


AGRICULTURE AND AGRICULTURAL TRADE 


Swiss farmers benefitted from excellent weather and improved 
livestock prices in 1988 to post the highest income levels on 
record. Farm income also approached the parity level prescribed 
in the General Agricultural Ordinance (1953) for the first time 
since 1984. As a result, the 1989 price and other demands of 
the Swiss Farmers Union (the umbrella organization for 
approximately 90 local farmer organizations) are relatively 
modest. A small increase in the guaranteed milk price, an 











increase in the target price for cattle, and an increase in 
sugar beet prices are the principal price demands. These are 
claimed to be justified to permit farmers to participate fairly 
in Switzerland’s growing general prosperity and to make up for 
past years when parity income was not achieved. 


Swiss agriculture continues to face an unprecedented number of 
challenges to its long-established position of privilege. The 
Uruguay Round’s focus on agriculture has highlighted the degree 
of Swiss agricultural protectionism. At least one newspaper has 
reported that the Organization for Economic Cooperation and 
Development has tentatively calculated the level of protection 
(producer subsidy equivalent--PSE) at 75percent, about the same 
as for Japan. Newspapers increasingly point out the 
contradiction between Switzerland’s policy of free trade for 
industrial products and denial of access to its market for 
agricultural products. The possibility of a truly integrated EC 
in 1992 and the likely need for new Swiss negotiations with the 
EC to maintain market access are also putting pressure on Swiss 
agriculture. Swiss officials have estimated that the adoption 
of EC farm price levels by Switzerland would reduce farm income 
and the number of Swiss farms by about one-half. 


Internally, there is increasing concern that high farm prices 
have led to over-intensive Swiss production with resultant 
problems of pesticide and animal waste pollution and land 
degradation. Efforts are also under way to enact laws to 
control excess speculation in agricultural land values. 
However, on December 4, 1988 a national initiative which would 
have restricted farmland sales to actual farmers was defeated. 
According to the Swiss Farmers Union, good (non-mountain) farm 
land now sells for $25,000-$50,000 per acre although its actual 
earning value from farming is only about $1,600 per acre. 


During the first 10 months of 1988, Swiss agricultural imports 
were down approximately 2 percent in value from the 
corresponding period in 1987. This appears to be due to the 
continuing strength of the Swiss Franc and to increased 
domestic supplies due to good weather. Grain import tonnage, 
for example, decreased from 741,000 tons during January-October 


1987 (a year of bad weather) to 643,000 tons during the same 
period in 1988. 


COMMERCIAL IMPLICATIONS FOR THE UNITED STATES 


The surprising strength and growth of the Swiss economy over 
the past year has acted as a spur to imports from the United 
States and should continue to provide opportunities for U.S. 
suppliers. Swiss government trade data for the first 10 months 
of calendar year 1988 reveal that imports from the United 
States climbed 13.4 percent over the comparable period in 

1987. Moreover, the growth rate of these imports far surpassed 





the average growth of 9 percent from all sources. The 
advantageous Swiss Franc/dollar exchange rate resulting from 
the dollar’s decline augurs well for a continuation of this 
trend. However, U.S. exporters should bear in mind that the 
increased competitiveness due to price must be coupled with a 
long-term commitment to the Swiss market. The Swiss place a 
high premium on quality and reliability. Low prices may prove 
effective in opening doors. Going through and keeping them 
open will require U.S. suppliers to demonstrate that they can 
meet or exceed Swiss standards. 


Switzerland’s exports of goods and services amount to over 43 
percent of its GDP. The country’s relatively small population 
requires nearly all manufacturers to find export markets in 
order to achieve economical production runs. This dependance 
on exports means that Swiss firms must compete in the highly 
competitive international market. Coupled with the country’s 
high wage structure and tight labor market, the drive to remain 
efficient provides excellent opportunities for U.S. producers 
of high-technology products designed to rationalize production 
and lower costs. The approach of the unified common market in 
1992 adds even greater urgency to this task. Switzerland is 
not a member of the European Community and is not expected to 
join. Instead, the Swiss have opted to follow a policy of 
"external adaptation" to EC conditions and requirements. Swiss 
firms will have to become even more attentive and flexible if 


they are to cope successfully with the challenge presented by 
changes in the EC. 


The U.S. Foreign Commercial Service located at the U.S. Embassy 
in Bern and the U.S. Consulate General in Zurich are well 
placed to assist U.S. companies seeking to enter the Swiss 
market. The following promotional program for calendar year 


1989 is designed to provide U.S. firms with market exposure and 
sales opportunities. 


March 1989 Printemps Informatique (Computers) 

April 1989 Montreux Direct Marketing Symposium 
(Direct mail, etc.) 

May 1989 Technobank (Computer Systems) 

June 1989 Fleximation (Robotics, Factory 
Automation) 


September 1989 Meet America Business Meetings 
September 1989 Export Control Seminar 

October 1989 Travel Trade Workshop (Tourism) 
October 1989 ITU-COM (Telecommunications) 
October 1989 Auto Tecnica ’89 (Automobile acc.). 
November 1989 Automacom (Retail Automation) 
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FOREIGN INVESTMENT 


Swiss regulations regarding foreign investment generally accord 
national treatment to foreign firms. Restrictions principally 
concern the purchase of real estate by foreign individuals and 
limits on the number of foreign personnel. Neither of these 
restrictions seriously affects business operations. In 
addition to direct investment, many Swiss firms are open to 
licensing and joint venture opportunities. 


As of year-end 1987, U.S. direct investment in Switzerland had 
an estimated book value of $20 billion. This investment 
comprises 627 companies, employing 52,889 workers. At the same 
time, Switzerland ranks fifth in importance as a foreign 
investor in the United States, with $13.7 =r comprising 
750 firms employing 181,729 persons. 


Many Swiss firms find themselves in a favorable cash flow 
position, in part, thanks to the high value of the Swiss 
franc. They are using their newly-found muscle to seek 
investment opportunities abroad. Nestlé’s acquisition of 
Rowntree and Hoffmann-LaRoche’s unsuccessful multibillion 
dollar takeover bid for Sterling Drug are examples of this 
trend. In addition, many smaller Swiss firms are feeling a 
price squeeze induced by the increasing exchange value of the 
Swiss Franc and are considering establishing operations in the 
United States in order to conserve markets previously supplied 
through direct exports. As a result, Switzerland has become a 
target for state and municipal organizations eager to attract 
investment to their area. 


SWISS TRAVEL TO THE UNITED STATES 


The United States has become a favorite overseas destination 
for Swiss travelers. In 1988, an estimated 300,000 Swiss 
(nearly 5 percent of the population) visited the United States, 
a 25 percent increase over 1987. A study performed by a Swiss 
business school estimates that the average Swiss tourist to the 
United States stays 2 weeks and spends $2,500, exclusive of 
travel. This suggests that the United States earned about $750 
million from Swiss tourism in 1988. 


The affluent Swiss like to travel individually and often seek 
offbeat destinations. This desire creates opportunities for 
areas in the United States which may be lesser known to the 
Swiss. U.S. travel-related firms should consider paying 
attention to this market through local agents or 
representatives. Tour operators, airlines, hotels and other 
organizations serving the tourist industry may participate in 
annual travel promotion events taking place in Switzerland. 
The FCS in Bern organizes two of these events--the U.S. 
Pavilion at the Travel Trade Workshop in Montreux and the Visit 
USA Seminars in Montreux and Zurich. 
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LABOR FORCE 


During the first 6 months of 1988, Swiss workers continued to 
profit from Switzerland’s favorable economic situation which 
was sustained by a further rapid expansion of exports as well 
as a strong domestic demand for capital and consumer goods. By 
international standards, unemployment was virtually 
nonexistent. At the end of June 1988, the unemployment rate 
stood at 0.7 percent while job vacancies increased by 10 
percent. In practice, many thousands of additional workplaces 
were said to be vacant but went unregistered with labor 
exchanges. 


A serious shortage of all kinds of skilled labor brought on by 
a high level of economic activity has become one of 
Switzerland’s biggest problems. The industries most affected 
are services, engineering, and chemicals -- the three pillars 
of the Swiss economy. The shortage is particularly severe for 
mid-level managers, both in industry and services, and for 
specialists. Experienced talent, such as data processors, 
information system designers, accountants, and corporate 
lawyers, are brought in by companies at unprecedented 
salaries. Shortages are also acute for qualified hospital 
personnel and staff in the hotel and catering industry. These 
are mostly met through the employment of large numbers of 
foreign workers. Out of a total work force of 3.2 million 
people, 864,000, or 27 percent, were foreigners at the end 

of June 1988. In some sectors, notably the construction, 


textile, and catering industries, their share was considerably 
higher. 


After the Japanese and Portuguese, the Swiss still work the 
longest hours. Average standard annual working hours for 
workers in manufacturing industries were 42.2 hours, for 
employees in business, 40 hours. The majority of Swiss 
employees and workers received full compensation for inflation 
and wage increases in real terms of between one and three 
percent. Salaries, which include substantial fringe benefits, 
are among the highest in the world. A survey of prices and 
wages around the world recently conducted by the Union Bank of 
Switzerland showed Zurich and Geneva to be the highest wage 
payers globally, with averages of SF 27 and SF 25 an hour 
respectively. Switzerland is also in the top league with 
respect to salaries paid to managerial staff. 
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